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SUBJECT: Long-Term Care Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE ALL OF THE DEPARTMENT’'S CONCERNS stated in the previous anaysis of
X bill as introduced/amended May 18, 1999.

X FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALYSISOF BILL ASAMENDED MAY 18, 1999, STILL APPLIES.
X OTHER - See comments below.

SUMVARY OF BI LL

Under the Personal Incone Tax Law, this bill would allow a credit equal to the
anount paid or incurred by a taxpayer for the cost of long-termcare or |ong-term
care insurance coverage for any famly nenber of the taxpayer.

SUMVARY OF AMENDMENT

The June 1, 1999, anendnent requires:

the famly nenber to be deficient in two out of six activities of daily living
(eating, toileting, transferring, bathing, dressing, and continence) to be
eligible for the credit.

the long-termcare facility or home care giver to provide the taxpayer with
written verification, specifying the name of the taxpayer, paynents nade for
the long-termcare, the nane of the individual receiving the |long-term care,
and the tinme period covered.

Except for these changes, which partially resolve the verification concern and
partially resolve the definitional concern stated in the departnent's anal ysis of
the bill as anended May 18, 1999, and the new i npl enentati on concerns, the

remai nder of the departnent's previous analysis still applies.

| npl enent ati on Consi derati ons

The I nternal Revenue Code section referenced to determne if a famly nenber
is deficient in the daily activities of |ife does not include the federal
requirenment that a licensed health care practitioner certify the deficiency.
Unl ess the reference is expanded to include IRC 7702B(c)(2)(A), it is
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uncl ear who woul d be responsi ble for making that determ nation.

This bill uses a definition of long-termcare that differs fromthat in
federal and state tax |aw regarding the deductibility of long-termcare
services and long-termcare insurance. Mdreover, to determne eligibility
for the famly nenber, this bill also refers, in part, to the six daily
activities provided in federal tax law. The use of different definitions
may confuse taxpayers and conplicate inplenentation of this credit. The
aut hor may wi sh to consider referencing the IRC definition for |ong-term
care.

Paynments to long-termcare providers or hone care givers are not required to
claimthis credit. Once eligibility for the credit is established, paynents
for anything related to long-termcare could qualify for this credit;
however, verification would only be required for paynents nmade to | ong-term
care providers or hone care givers. Paynents not subject to verification
may be difficult for the departnent to verify and could |ead to disputes

bet ween taxpayers and the departnment. The author may wi sh to consider
limting qualifying costs to paynents nmade to care providers for the areas
of daily living in which the famly nmenber is deficient.

Since the qualifying famly nenber nust be deficient in two areas of daily
living, long-termcare insurance for prospective coverage would not qualify;
only those insurance paynents for someone currently deficient in exactly two
areas woul d qualify.

TECHNI CAL CONSI DERATI ON

This bill specifies that a famly nenber nust be deficient in "tw out of
six activities of daily living." |If the author does not intend the famly
menber to be deficient in precisely "tw" daily living activities, the
author may wish to clarify that the famly nenber nmust be deficient in two
"or more" of the daily living activities. Amendnment 1 provided.

POSI T1 ON

Pendi ng.
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FRANCH SE TAX BOARD S
PROPCSED AMENDIVENTS TO AB 149
As Anmended June 1, 1999
AVENDIVENT 1

On page 2, line 18, after "two" insert:

or nore



